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INTRODUCTION 

The  concept  of  the  New  Federalism  has  caused  changes  in  the  emphasis 
of  social  service  delivery  systems.   The  concept  of  the  New  Federalism 
attempts  to  balance  centralized  programmable  resources  and  decentralized 
operational  decision-making  authority  for  the  efficient  solution  of  locally 
distinctive  problems.   The  creation  and  maintenance  of  the  balance  creates 
numerous  policy  formulation  problems.   The  purpose  of  this  report  is  to 
present  a  model  design  for  an  integrated  policy  formulation  mechanism  with 
special  emphasis  on  the  delivery  system  for  Aging  Services.   Although  the 
policy  formulation  mechanism  is  originally  designed  to  meet  the  current 
needs  of  Aging  Services,  the  design  is  of  sufficient  generality  to  be  appli- 
cable to  all  target  area  social  service  delivery  systems.   The  standardization 
of  a  policy  formulation  mechanism  has  four  immediate  benefits: 

1.   Reduces  implementation  costs  and  time  -  Once  an  adequate  model 

has  been  developed,'  no  additional  cost  or  time  is  required  for 

each  new  application. 
2„  Reduces  monitoring  cost  and  difficulty  -  Since  all  social  service 

delivery  systems  are  basically  alike,  the  monitoring  complexity 

is  reduced. 

3.  Allows  dynamic  adaptation  of  program  orientation  -  Because  the 
policy  formulation  responsibility  is  clearly  defined,  policy 
change  can  be  quickly  implemented  as  needs  change. 

4.  Increases  program  coordination  -  Because  program  responsibility 

is  clearly  identified,  administrators  from  different  program  areas 
can  jointly  plan  activities  with  minimum  attention  to  service 
delivery  design. 


The  paper  covers  the  following  general  areas: 

1.   Background  information  on  the  New  Federalism. 

2„   A  conceptual  development  of  a  comprehensive  and  coordinated 

program  development. 
3„   Specific  suggested  design  criteria  for  the  following  program 

area: 

-  Planning 

-  Budget  Decisions 

-  Proposal  Submitted  and  Approved 

-  Monitoring 

-  Program  Evaluation 

-  Feedback 
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CHAPTER  ONE 
THE  NEW  FEDERALISM 

Federal  Government  participation  is  the  solution  to  local  problems 
and  has  historically  met  with  mixed  success  and  often  with  considerable 
mutual  frustration.   The  New  Federalism  is  attempting  a  better  balance 
between  Federal  resources  and  local  problems.   This  balance  can  be  better 
maintained  by  allowing  local  decision-making  authority  to  identify  problem 
areas  and  priorities  and  central  government  supplying  the  financial  and 
technical  assistance. 

This  emphasis  on  local  government  involvement  requires  a  developed 
policy  formulation  mechanism  to  insure  program  coordination  and  success. 
The  two  important  general  elements  of  the  New  Federalism  philosophy  affect 
Montana : 

1.  Area-wide  or  Regional  Planning 

2.  Maintenance  of  the  Rural  Urban  balance 
AREA-WIDE  PLANNING 

Area-wide  or  regional  planning  is  conducted  by  a  multi-jurisdictional 
authority.   This  authority  can  be  a  combination  of  inter-city  (metro) 
city-county,  or  multi-county  officials.  An  advisory  council  made  up  of 
locally  elected  and  civic  members  has  the  responsibility  for  comprehensive 
planning  within  a  certain  problem  area.   The  professional  staff  usually 
augments  the  advisory  council.   The  goal  of  this  advisory  council  is  to 
design  comprehensive  solutions  to  area  problems.  The  comprehensive  solutions 
embody : 

a.  economics  of  scale 

b„  benefits  of  specialization 

Co  elimination  of  duplication  and  fragmentation 
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The  multi-jurisdiction  decision-making  authority  should  arrive  at  a 
regionally-optimal  solution  instead  of  sub-optimal  solutions „   The  difference 
between  a  regionally-optimal  decision  and  sub-optimal  decision  is  best 
illustrated  by  an  example. 

Consider  the  following  set  of  facts: 

a.  A  city  is  faced  with  a  decision  between  funding  a  subsidized 
bus  service  or  not  funding  the  service. 

b.  The  service  will  cost  $5,000  per  year. 

c.  The  service  will  transport  senior  citizens  to  a  regional  diagnostic 
glaucoma  and  audiological  clinic.   The  clinic  could  not  economically 
be  held  in  the  city. 

If  the  project  were  evaluated  strictly  on  the  above  cost,  the  least  cost 
alternative  would  be  not  to  fund  the  project.  However,  let  us  continue 
with  the  statement  of  facts: 

d.  The  city  has  a  history  of  undiscovered  hearing  and  sight  loss.  If  the 
symptoms  were  discovered  early,  the  losses  could  have  been  corrected. 

e.  The  cost  to  the  county  to  provide  services  to  these  people  is 
$10,000  a  year. 

If  the  decision  is  made  at  the  regional  level,  the  bus  subsidization  will 
save  $5,000. 

In  this  example,  the  sub-optimal  decision  could  be  made  because  the 
city  does  not  possess  the  complete  facts.   If  the  decision  is  made  at  the 
county  (regional)  level,  an  optimal  decision  would  be  made  because  the 
regional  decision-makers  will  have  the  complete  facts. 
RURAL -URBAN -TRIBAL  BALANCE 

One  element  of  the  New  Federalism,  as  stated  before,  is  the  maintenance 
of  the  Rural-Urban  Balance.   The  Federal  Government  has  recognized  the  fact 
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that  programs  designed  for  the  urban  envirorment  are  not  suitable  for  the 
rural  community.   The  rural  community  needs  programs  which  specifically 
match  the  rural  requirements.  The  differences  between  the  rural  and  urban 
environment  for  Montana  can  be  seen  when  the  Eastern  and  Western  sections 
of  the  state  are  compared.  Eastern  Montana  is  rural--sparsely  settled, 
containing  one  metro  area  -  Billings.  Western  Montana  is  more  urban, 
containing  a  more  tightly  compacted  network  of  metro  areas  -  Butte,  Helena, 
Missoula,  Great  Falls,  and  Kalispell. 

The  community  environment  in  Montana  has  a  third  jurisdictional,  ethnic 
and  socialized  member  -  the  tribal  reservation.  Any  program  designed  for 
Montana  must  consider  the  uniqueness  of  each  sub-element  (sub-state  area) 
of  Montana.   For  example,  programs  designed  for  the  urban  environment  will 
probably  have  a  lower  cost  per  capita  than  the  same  program  in  rural  or 
tribal  environment.   These  cost  savings  will  be  the  result  of  higher  con- 
centrations of  clients  in  the  urban  area;  alternately,  the  same  program  in 
a  rural  and  tribal  community  will  have  higher  transportation  cost  because 
the  clients  are  dispersed. 
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CHAPTER  TWO 
THE  NEW  FEDERALISM  AND  SOCIAL  PLANNING 


Within  the  specific  area  of  social  welfare  programs,  the  New  Federalism 
most  directly  affects  the  programs  listed  in  Table  I,,   However,  in  narrowing 
our  focus  to  social  programming,  we  must  not  lose  sight  of  the  fact  that 
the  New  Federalism  overlaps  all  programs  and  not  solely  social  programs; 
for  example,  the  Federal  Water  Pollution  Control  Act  Amendments  has  social 
planning  ramifications,  although  it  is  not  strictly  a  social  welfare-oriented 
law.   The  important  concept  to  remember  is  that  the  full  effectiveness  of 
the  New  Federalism  will  be  gained  only  when  the  regional  analysis  is  conducted 
on  a  comprehensive  scope. 

Table  I 


SOCIAL  WELFARE  PROGRAMS  AFFECTED 
BY  THE  NEW  FEDERALISM  i/ 


Program 


Title  IV (A)  and  IV (B)  of 
the  Social  Security  Act 


Title  I,  X,  XIV,  and  XVI 
of  the  Social  Security  Act 


Section  314(d)  of  the 
Public  Health  Service  Act 

Title  V  of  the  Social 
Security  Act 


Description 

Child  care  services;  foster  care, 
family  planning,  homemaking,  and 
housing  services;  protective  ser- 
vices for  children;  preventive 
health  and  child  welfare  services; 
child  abuse  and  neglect  services; 
emergency  assistance  services. 

Old  age  rehabilitative  services; 
services  to  retain  capability  for 
self  care;  rehabilitative  services 
to  the  blind  and  disabled. 

Comprehensive  public  health  services 
and  training  of  personnel. 

Maternal  and  child  health  services; 
crippled  children  services;  dental 
health;  training  of  personnel. 


—  Victor  A»  Capoccia,  "Social  Welfare  Planning  and  the  New  Federalism; 
The  Allied  Service  Act,"  Journal  of  the  American  Institute  of  Planners 
July  1973,  P  245. 


Table  I  -  continued 


The  Vocational  Rehabili- 
tation Act 


Title  III  of  the  Older 
Americans  Act 


Title  I  and  III  of  the 
Juvenile  Delinquency 
Prevention  and  Control 
Act  of  1968 

Title  XIX  of  the  Social 
Secutiry  Act 


Parts  B,  C,  D,  and  E  of 
the  Community  Mental 
Health  Centers  Act 


Part  C  and  D  of  the 
Developmental  Disabilities 
Services  and  Facilities 
Construction  Act 

The  Adult  Education  Act 


Rehabilitative  services  to  the 
disabled,  mentally  retarded, 
blind,  and  deaf„ 

Community  planning  and  coordination 
of  aging  programs;  training  of 
special  personnel  to  carry  out 
aging  programs;  transportation  ser- 
vices; meal  services;  information 
referral  and  counseling  services; 
recreational  and  leisure  sctivities; 
home  maintenance;  adult  education. 

Diagnostic,  rehabilitative,  and 
preventive  services  to  delinquent 
youth. 


Medical  and  rehabilitative  services 
to  AFDC  families  and  the  aged,  blind 
and  disabled  eligible  for  medicaid 
benefits. 

Alcoholism  services;  narcotic  apd 
drug  addiction  prevention  and  re- 
habilitative services;  personnel 
staffing. 

Planning  and  operation  of  facilities 
for  the  mentally  retarded  and  other 
persons  with  developmental  disabilities; 
personnel  staffing. 

Education  services  to  adults. 


SOCIAL  PLANNING  FOR  AGING 

Social  Planning  for  Aging  encompasses  a  full  range  of  nutritional, 
health,  educational  and  social  services  for  older  citizens.   Area-wide 
planning  must  coordinate  the  existing  services  to  the  maximum  possible  extent. 
The  unique  needs  of  the  older  citizens  must  be  analyzed. 
Nationwide,  the  objectives  of  the  planning  are: 
a.   To  maximize  the  independence  and  dignity  in  a  home  environment 

for  older  persons  capable  of  self-care  with  appropriate  supportive 
serviceSo 
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b„   To  remove  individual  and  social  barriers  to  economic  and  personal 
independence  for  older  persons,  including  the  provisions  of  oppor- 
tunities for  employment  and  volunteer  activities  in  the  community 
where  older  persons  live. 

To  be  effective,  the  social  planning  for  older  Montanans  must  consider 
the  local  needs.   As  previously  stated,  the  planning  activity  must: 

a.  Be  area-wide  in  scope. 

b.  Maintain  the  Rural-Urban-Tribal  Balance. 

The  combination  of  these  two  program  plan  elements  sets  up  the  requirements 
for  four  views  of  the  aging  program. 

1.   Comprehensive  Rural  Planning. 
2o   Comprehensive  Urban  Planning. 

3,  Comprehensive  Tribal  Planning. 

4.  Common  Problem. 
Comprehensive  Rural  Planning 

The  exact  boundaries  of  the  rural-type,  sub-state  areas  are  not  discussed 
here.   Instead,  a  generalized  rural-type,  sub-state  area  is  discussed.   The 
aging  needs  in  a  rural-type  environment  are  complicated  by  the  dispersion  of 
aging  clients  and  lack  of  service  facilities.   This  can  be  stated  alternately 
as,  the  major  problem  in  a  rural  environment  is  the  physical  isolation  and 
lack  of  transportation.   The  method  for  reducing  the  cost  per  capita  for  social 
service  delivery  is  to  concentrate  the  clients. 

Concentration  can  be  accomplished  by: 

1.  Transporting  (either  subsidized,  volunteer,  or  client-paid)  the 
clients  to  an  established  common-service  location  in  a  more 
populated  area. 

2.  Reducing  the  time  interval  of  service,  i.e.,  service  available 

on  a  limited  number  of  times. 
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3.   Transporting  the  service  to  the  client,  i.e.,  bookmobile, 
healthmobile,  etc.. 

Comprehensive  Urban  Planning 

The  urban-type  environment  does  have  existing  service  facilities. 
However,  to  take  maximum  advantage  of  the  service,  the  following  are 
needed: 

1.  An  information  and  referral  system. 

2.  An  inventory  of  existing  available  social  resources  and  needs. 
Comprehensive  Tribal  Planning 

A  clear  recognition  of  the  ethnic  tribal  problems  of  Indians  must  be 
acknowledged.   Social  planning  within  the  reservation  will  not  be  successful 
if  the  Indian  heritage  is  not  acknowledged. 
Common  Problems 

Problems  common  to  the  rural,  urban,  tribal-type  environment  exist. 
In  each  environment  the  older  Montanans  are  faced  with  health,  nutrition, 
isolation,  and  social  problems.   In  each  environment  the  older  Montanans 
with  the  greatest  needs  are  least  able  to  deal  with  the  problems. 
Advocacy  Planning 

People,  who  throughout  their  lives  were  poor  and  lacked  political 
power,  should  not  be  expected  to  become  dynamic  senior  leaders. 

To  remedy  the  situation  for  all  planning  activity  for  senior  citizens, 
the  professional  social  planner  should  adopt  an  advocacy  role  to  insure  that 
the  social  services  delivery  system  reaches  the  disenfranchised  senior 
citizen.   This  is  especially  true  for  widows  and  urban  Indians. 
Cafeteria  Delivery  Systems 

The  historic  welfare  delivery  systems  have  created  a  stigma  of 
charity.   Senior  Montanans  are  an  industrious,  proud,  and  independent 


people  who  associate  welfare  with  the  poor  tax  or  similar  concepts.   The 
fact  that  the  county  welfare  system  is  associated  with  the  de^livery  of 
social  welfare  services  will  psychologically  block  many  senior  citizens 
from  requesting  much-needed  services.   Many  senior  Montanans  will  not  go 
to  the  county  court  house  to  request  services,  information,  or  benefits. 

This  situation  must  be  corrected  by  educational  campaigns  to 
inform  senior  Montanans  about  benefits  which  they  have  earned  and  are 
entitled  to.   Secondly,  the  reluctance  to  go  to  the  court  house  to  claim 
benefits  or  services  must  be  corrected  by  having  social  service  teams  go 
to  senior  citizen  centers.   The  social  services  will  then  be  offered  to 
the  senior  Montanans  on  a  conference  basis.   This  will  reduce  the  obstacles 
to  service  delivery.   The  service  offer  should  include  a  service  to  jwhich 
the  senior  citizen  is  eligible.   This  includes  not  only  the  services  covered 
under  the  Older  Americans  Act,  but  also  Medicare,  Medicaid,  Social  Security 
or  any  other  social  service  program.   The  cafeterial  service  system  can 
also  be  effectively  utilized  to  provide  early  diagnostic  recognition  and 
treatment  of  aging-related  diseases  such  as  hearing  and  sight  loss.  As 
warned  before,  the  scope  of  the  policy  formulation  mechanism  must  be  com- 
prehensive if  the  maximum  effectiveness  of  the  New  Federalism  is  to  be  realized. 

Purchase  of  Service 

Purchase  of  service  from  private  vendors  is  an  effecitive  way  of 
expanding  a  service  delivery  system.  The  range  of  services  can  be  expanded 
without  increase  in  permanent  staff  or  capital  budget  expenditures.  Addi- 
tionally, many  Federal  programs  are  designed  to  become  self-sufficient  after 
a  specified  period  of  time.   Purchase  of  service  providers  are  a  natural 
vehicle  to  self-sufficiency,  providing  the  service  is  designed  by  the  local 
community. 
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However,  the  policy  should  fully  integrate  all  service  delivery 
systems  whether  the  provider  is  the  Department  of  Social  and  Rehabilitation 
Services  personnel  or  a  private  vendor. 
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CHAPTER  THREE 
CONCEPTS  OF  POLICY  FOR>fULATION 

In  policy  formulation,  goals  and  objectives  are  established,  direction 
is  given,  and  the  progress  towards  the  accomplishment  of  goals  and  objectives 
is  measured.   The  concepts  on  which  the  suggested  policy  formulation  mechan- 
ism are  based  are  as  follows: 

Planning  and  Budgeting 

Proposal  Submittal 

Proposal  Review 

Control 

Provider  Documentation 

Central  Office  Records 

Vendor  Evaluation 
Each  sub-system  plays  an  important  functional  role  and  supplies 
desired  information.   (In  addition,  an  encompassing  overall  view  of  the 
system  evaluation  was  made).   The  overall  evaluation  of  the  system  focuses 
the  attention  on  the  successful  integration  of  the  system.   From  a  good 
management  viewpoint,  each  sub-system  should  have  established  goals  or 
objectives.  A  goal  differs  from  an  objective  in  that  a  goal  is  long  range 
and  ill-defined,  whereas  an  objective  is  short  range  and  well-defined.   These 
sub-system  goals  or  objectives  are  presented  as  specific  issues  for  dis- 
cussion purposes. 

The  sub-system  objective  is  not  established  by  any  hard  and  fast  rules. 
This  cannot  be  done  because  of  the  differences  in: 

1.  Program  mission 

2.  Stages  of  program  maturity 

3.  Degree  of  community  involvement  necessary  for  program  success 
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PLANNING   AND    BUDGETING 

Planning  is  a  conscious  effort  to  develop  strategies  for  mission 
accomplishment.   Budgeting  is  a  plan  for  the  allocation  of  resources  for 
mission  accomplishment.   Planning  and  budgeting  are  closely  interrelated 
and  should  be  discussed  jointly.   To  implement  a  successful  planning  and 
budgeting  mechanism,  the  following  questions  must  be  answered: 

What  are  the  community  needs? 

What  priority  should  we  assign  to  the  community  needs? 

What  resources  are  available  to  meet  these  needs? 

What  constraints  are  present? 

How  successful  have  past  strategies  for  meeting  the  community 
needs  been? 

At  what  organizational  level  should  planning  be  accomplished? 
COMMUNITY  NEEDS 

An  assessment  of  community  needs  should  be  the  starting  point  in  the 
planning  and  budgeting  sub-system.   The  specific  objectives  of  any  plan 
should  be  associated  with  a  community  need.   The  objective  of  the  Department 
of  Social  and  Rehabilitation  Services  (SRS)  is  to  provide  needed  services 
to  the  community  by  the  allocation  of  scarce  resources  in  a  manner  consistent 
with  program  constraint.   It  is  important  to  remember  that  community  needs 
are  dynamic  in  nature  and  change  in  time.   Continuous  community  contact  is 
necessary  in  order  to  be  effective  and  responsive  to  the  dynam.ic  community 
needs. 
PRIORITIZING  NEEDS 

Community  needs  are  always  limitless  and  resources  to  serve  these  needs 
are  always  far  too  limited.   In  order  to  serve  these  needs  in  the  best  optimal 
manner,  community  needs  must  be  prioritized  or  ranked  according  to  a  scheme 
which  will  allow  DSRS  to  make  effective  use  of  its  finite  resources. 
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CATALOG  RESOURCES 

An  assessment  of  the  resources  available  to  SRS  should  be  accompli shed. 
The  most  obvious  resource  is  funding.   However,  other  community  resources 
do  exist  and  should  be  considered. 
CONSTRAINTS 

Usually,  constraints  or  restrictions  exist  on  the  allocation  of  resources. 
The  requirement  for  federal  financial  participation  is  an  immediately  apparent 
constraint  on  the  allocation  of  resources. 
FEEDBACK 

Feedback  means  the  process  of  using  information  on  past  system  performance 
to  revise  system  strategies  for  mission  accomplishment.   It  is  not  sufficient 
to  develop  strategies  to  serve  community  needs.   The  success  of  these  strategies 
must  be  measured  by  techniques  such  as: 

1.  Efficiency  evaluation 

1.  Effectiveness  evaluation 

3.   Cost/effectiveness  evaluation 
This  success  evaluation  information  must  be  used  to  revise  strategies  in 
order  to: 

1,  Enhance  successful  strategies 

2.  Diminish  marginal  strategies.   Using  feedback  information  for 
strategy  revision  allows  SRS  to  be  an  active  influence  on  the 
social  environment.  Without  feedback  information,  SRS  is  con- 
fined to  reacting  to  the  past  system  performance. 

PLANNING  LEVEL 

The  organization  level  for  planning  activity  can  only  be  established 
by  a  program  analysis.   Once  the  degree  of  decentralization  of  planning  has 
been  established,  planning  activity  should  be  formalized  to  establish 
responsibility  and  authority. 
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PROPOSAL  SUBMITTAL 

To  maintain  a  dynamic  program,  all  programs  should  be  reconsidered 
at  frequent  intervals  by  requiring  the  submittal  of  program  proposal. 
To  implement  an  effective  proposal  submittal  sub-system,  the  following 
questions  must  be  answered: 

Does  the  proposal  meet  the  requirements  of  the  prioritized  needs 
and  strategies? 

What  is  the  mechanism  for  proposal  submittal? 
What  should  a  proposal  contain? 
PRIORITIZED  NEEDS  AND  STRATEGIES 

The  Department  of  Social  and  Rehabilitation  Services  should  solicit 
and  consider  only  those  proposals  which  meet  the  requirements  of  the 
prioritized  needs  and  strategy.   To  do  this,  SRS  must  establish  an  effec- 
tive means  of  communicating  the  required  planning  and  budgeting  information 
to  the  provider.   The  provider  should  consist  of  both  SRS  personnel  and 
external  private  providers. 
STANDARDIZE  PROPOSAL  PROCESSING 

The  methods  for  processing  a  proposal  should  be  standardized  and 
formally  established.   The  provider  should  know  which  office  is  responsible 
for  each  program.   The  office  and  not  the  individual  should  be  identified. 
Program  responsibility  should  not  be  a  function  of  a  federal  funding 
requirement.   Additionally,  the  procedure  should  prevent  by-passing  res- 
ponsible SRS  personnel. 

Proposal  Content 

The  elements  of  a  proposal  should  be  firmly  established  and  standardized, 
The  proposal  should  contain: 

1.  Statement  of  Work 

2.  Program  Plan 
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3.  Program  Related  Budgets 

4.  Cost  and  Price  Information 

5.  List  of  Management  Personnel 

6.  Cash  Flow  Projections 

It  is  important  to  remember  that  the  proposal  should  utilize  sound  management 
principles. 

Proposal  Review 

To  implement  an  effective  proposal  review  sub-system,  the  following 
questions  must  be  answered: 

Does  the  proposal  meet  the  requirement  of  the  prioritized  needs 
and  strategies? 

Which  proposals  have  the  greatest  chance  for  success? 
Who  should  have  the  authority  for  proposal  approval? 
What  happens  after  the  contract  has  been  signed? 
Prioritized  Needs  and  Strategies 

The  Department  of  Social  and  Rehabilitation  Services  should  consider 
only  those  proposals  which  meet  the  requirements  of  the  prioritized  needs 
and  strategies.   The  statement  of  work  and  program  plan  will  supply  this 
information.   In  the  review  process, provisions  for  proposal  modification 
should  be  made,,   These  provisions  will  permit  SRS  to  fine  tune  the  proposal 
for  better  objective  accomplishment. 
Success  Potential 

The  Department  of  Social  and  Rehabilitation  Services  should  approve 
only  those  projects  which  have  a  high  potential  for  successful  objective 
accomplishment.   By  requiring  cash  flow  projections  and  program-related 
budgets  from  the  provider,  SRS  has  forced  the  provider  to  practice  good 
management.   An  analysis  of  cost  and  price  information  will  identify  the 
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effective  and  efficient  providers.   Cost  is  a  composite  or  total  measure 
of  the  program.   A  criterion  to  limit  programs  whose  cost  is  out  of  pro- 
portion to  benefits  should  be  established.   Price, on  the  other  hand,  involves 
an  item-by-item  analysis.   In  price  analysis,  so-called  gold  plated  items 
are  eliminated.   That  is  to  say,  transportation  by  Volkswagen  is  a  sufficient 
substitute  for  transportation  by  a  Rolls  Royce.   In  price  anal, sis,  the 
objective  of  the  purchased  item  is  analyzed  and  substitutable  items  are 
considered.   Finally,  an  intuitive  estimation  of  the  management  capability 
can  be  made  based  on  the  test  of  management  personnel.   A  poorly  managed 
program,  no  matter  how  well  intentioned,  is  ultimately  a  disservice  to  the 
client. 

Provider  Cost  Information 

To  effectively  monitor  a  program,  SRS  needs  to  have  accurately  and 
timely  expenditure  information.  This  requires  the  use  of  standardized 
systems  of  accounts  and  reporting.   If  standardized  systems  are  implemented, 
the  time  required  for  analysis  by  SRS  is  reduced.   The  provider  effort  is 
also  reduced  because  adequately  designed  accounting  and  reporting  systems 
will  encourage  sound  management  practices.  These  standardized  systems  will 
supply  accurate  cost  information  that  is  required  for  cost/effectiveness 
evaluation. 

Performance  Evaluation 

The  Department  of  Social  and  Rehabilitation  Services  must  insure  that 
the  provider  is  performing  the  required  service  and  that  performance  is 
done  in  an  adequate  manner.   Performance  monitor  can  be  done  by  a  combination 
of  on-site  reviews  and  analysis  of  activity  reports.  Analysis  of  activity 
reports  requires  standardized  activity  documentation.  The  information  about 
the  effectiveness  of  performance  is  required  for  cost/effectiveness  analysis. 
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Protection  of  State's  Assets 

A  review  of  the  contract  performance  must  be  made  at  the  time  of 
contract  termination.   It  must  be  determined  whether  or  not  the  contractor 
has  complied  with  the  terms  of  the  contract.   In  addition,  any  assets  that 
were  purchased  by  the  provider,  and  rightfully  belong  to  the  state,  should 
be  returned. 
PROVIDER  DOCUMENTATION 

In  order  to  design  an  effective  provider  doctimentation  sub-system, 
the  following  questions  must  be  answered: 
What  information  is  required? 

How  should  the  required  information  be  obtained? 
How  should  the  information  be  utilized  most  effectively? 

Required  Information 

A  survey  of  the  information  requirements  must  be  made.   This  includes 
internal  requirements  of  the  system  such  as  information  for: 

1.  Planning  and  Budgeting 

2.  Proposal  Submittal  and  Review 

3.  Control  and  Performance  Monitoring 

4.  Evaluation 

External  requirements  such  as  reporting  for  federal  financial  participation 
must  also  be  considered,  A  differentiation  should  be  made  between  required 
and  nice-to-know  information. 

Information  Capture 

Information  should  be  obtained  in  a  manner  that  requires  the  least  amount 
of  additional  effort  or  cost.   A  transaction  should  automatically  record   the 
required  information.  This  procedure  also  establishes  the  necessary  audit  trail, 
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utilization  of  Information 

The  difference  between  information  storage  and  retrieval  must  be 
emphasized.   Storage  is  an  inactive  use  of  information.  Retrieval  is  an 
active  use  of  information.   In  order  to  design  a  retrieval  system,  it  is 
necessary  to  determine  the  type  of  information  that  is  required  on  a 
recurring  basis  and  of  a  general  interest.  This  information  i-  made 
available  by  the  management  reports  generation  capability  of  the  computer^ 
Retrieval  system  permits  the  identification  and  correction  of  out-of- 
tolerance  situations  in  on-going  systems. 
CENTRAL  OFFICE  RECORDS  AND  PROCESSING 

The  design  of  an  effective  central  office  records  and  processing 
system  requires  the  answering  of  the  following  questions: 
What  records  should  be  retained? 
In  what  form  should  the  records  be  maintained? 
What  reports  should  be  generated? 

Required  Records 

Records  should  be  retained  for  a  variety  of  reasons,  such  as: 

1.  Legal  requirements 

2.  Management  requirements 

3.  Operational  efficiency  analysis 

A  differentiation  should  be  made  between  information  generally  required 

and  information  of  limited  special  interest.   Retention  period  and  retrieval 

interval  should  be  determined. 

Record  Format 

A  central  office  records  system  should  be  designed  for  information 
retrieval.   To  facilitate  information  retrieval,  records  should  have  a 
standardized  format.   This  standardized  format  should  meet  the  general 
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information  requirements  of  the  system.   Thf  record  system  should  be  unified. 
That  is  to  say,  the  records  system  should  be  designed  so  that  related  infor- 
mation can  be  quickly  accessed  for  analysis. 
Management  Report  Generation 

The  type  of  management  report  should  be  determined.  A  properly  designed 
unified  and  standardized  records  system  would  be  able  to  suppct  this  system. 
VENDOR  EVALUATION 

The  purpose  of  the  purchase  of  service  system  is  to  accomplish  the 
desired  objective.   To  insure  the  desired  objectives  are  being  accomplished, 
the  provider^  activities  must  be  measured.   The  following  questions  should 
be  asked: 

Is  the  provider's  program  accomplishing  the  desired  objectives? 
Is  there  a  better  way  for  the  provider  to  accomplish  the  goal? 
How  can  we  rank  the  success  of  a  provider's  program? 
What  is  a  fair  rate  for  service? 

How  should  SRS  best  use  the  vendor  evaluation  information? 
Effectiveness  Evaluation 

Effectiveness  evaluation  is  a  measure  of  the  provider's  success  in 
accomplishing  program  objectives.   An  example  of  an  objective  is  a  nutrition 
center  serving  the  number  of  senior  citizens  as  specified  in  the  contract. 
Efficiency  Analysis 

Efficiency  analysis  is  an  economic  measure  of  the  method  used  for 
accomplishing  objectives.   A  comparison  of  other  methods  for  accomplishing 
the  same  objective  is  made.   The  programs  should  be  oriented  to  use  the  most 
efficient  method  for  objective  accomplishment c 
Cost/Ef fectiveness 
Cost/Effectiveness  is  the  ratio  of  program  cost  to  a  specified  and 

qualified  effectiveness  measure.   Cost/Effectiveness  can  be  used  to  rank 
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providers.   Cost/Effectiveness  is  similar  tu  the  return  on  investment  (ROI) 
concept  used  in  private  industry.   The  idea  is  used  to  optimally  ration 
limited  funds. 

Feedback 

Feedback  is  the  process  of  utilizing  information  of  the  system's  performance 
to  revise  or  reorient  the  system.   This  reorientation  is  designed  to  increase 
the  chances  of  accomplishing  the  desired  objectives.   The  information  on 
program  performance  should  be  feedback  into  the  next  planning  and  budgeting 
update.   The  revised  strategies  for  accomplishing  the  system's  objectives 
are  a  blend  of: 

1.  Information  on  new  and  continuing  community  needs, 

2.  New  funding  requirements. 

3.  Information  on  the  performance  of  past  strategies  for  objective 
accomplishment. 
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CHAPTER  FOUR 
GENERALIZED  MODEL  FOR  POLICY  FORMULATION 

To  be  effective,  the  policy  formulation  must  be  an  integrated  guidance 
and  control  system.   The  integration  requires  the  establishment  of  organi- 
zational structures  and  information-carrying  linkages „   These  structures  and 
linkages  can  be  quite  complex  and  ill-defined  because  they  will  bridge 
community  local  government  with  state  government.   In  the  general  model, 
the  purchase  of  service  sector  is  included  as  an  integral  part. 

The  design  specifications  are  presented  and  are  not  intended  to  be 
regid  or  exhaustive  prescriptions  for  the  policy  formulation  mechanism. 
The  inherent  specifications  are  flexible  enough  to  accommodate  the  various 
program  missions.   This  flexibility  is  accomplished  by  utilizing  standard 
and  modular  sub-systems.   Standardization  ensures  a  uniform  basis  for  the 
comparison  on  information,  and  an  economy  in  time  and  cost  for  any  analysis. 
Modularity  ensures  that  the  standardized  sub-systems  can  be  arranged  in 
configurations  which  best  serve  the  program  missions. 

The  structure  and  linkages  are  grouped  into  the  following  sub-systems: 

1.  Planning  and  Budgeting 

2.  Proposal  Submittal 

3.  Proposal  Review 

4.  Control 

5.  Provider  Documentation 

6.  Central  Office  Records 

7.  Vendor  Evaluation 
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PLANNING  AND  BUDGETING 

Community  Level 

Community  needs  can  be  expressed  either  by  individuals  or  interest 
groups.   To  be  effective,  these  community  needs  must  be  communicated  to 
SRS  policy-makers.   The  diverse  nature  of  the  community  requires  a  local 
point  of  contact.   The  local  office  or  area  agencies  could  serve  as  their 
contact  point.  Personnel  at  these  locations  could  be  identified  as  coordi- 
nators and  local  needs  assessors.   These  coordinators/assessors  would  be  a 
stable  member  of  the  community  and  highly  visible  to  the  community.   The 
mechanism  of  establishing  a  local  or  regional  coordinator-assessor  would 
produce  a  communication  channel  between  the  community  and  SRS  policy -makers. 

Provider  Level 

Providers  are  a  source  of  valuable  information  on  community  needs  and 
community  resources.   Providers  can  either  be  SRS  personnel  or  private  vendors. 
Because  of  this  fact,  a  communication  channel  between  providers  and  SRS 
policy-makers  is  necessary.   The  local  or  regional  coordinator-assessor  could 
serve  this  function.   The  provider  would  submit  plans  and  preliminary  budgets 
which  would  be  aimed  at  satisfying  local  needs. 

Local  Office 

Selected  personnel  at  each  office  should  be  designated  purchase  of 
service  coordinator  and  local  needs  assessor. 

a.   Purchase  of  Service  Coordinator  -  The  purchase  of  service  coordinator 
would  be  responsible  for  directing  individuals,  interest  groups,  or  providers 
to  the  SRS  person  with  program  responsibility,  for  the  type  of  service  in 
question.   The  designated  local  officer  personnel  would  be  required  to  know 
of  any  changes  in  the  SRS  program  responsibility.   This  could  be  accomplished 
by  sending  information  on  SRS  program  responsibility  changes  to  the  local 

office  coordinator. 

-  23  - 


b.   Local  Needs  Assessor  -  The  local  rfeds  assessor  would  be  responsible 
for  surveying  community  needs  and  community  resources.   The  local  office  is 
in  an  ideal  position  as  a  member  of  the  community  to  conduct  this  community 
assessment.   This  assessment  would  also  contain  a  preliminary  budget  for  the 
allocation  of  local  resources.  Local  resources  are  not  confined  to  monies 
but  may  include  items  such  as  volunteer  services,  facilities,  ^tc.   The 
local  needs  assessor  would  be  alert  to  the  dynamic  nature  of  local  needs. 

County  Commissioners  or  Tribal  Council  When  Applicable 

The  county  commissioners  are  responsible  for  surveying  their  county 
needs  and  resources.  They  should  prepare  comprehensive  county  plans  and 
preliminary  budgets. 

Area  Agency 

The  regional  office  is  responsible  for  surveying  regional  needs  and 
resources.   This  survey  is  a  compilation  of  the  local  needs  and  resource 
survey.   The  regional  office  is  at  an  ideal  vantage  point  to  consider 
regional  resource  allocation  analysis.  Unnecessary  duplication  of  seirvices 
should  be  minimized  if  possible.   Regional  resources  should  have  a  maximum 
level  of  utilization.   Economics  of  scale  would  become  apparent  at  the 
regional  level. 

Central  Office 

The  regional  input  must  be  fully  integrated  into  the  state  plan.   This 
integration  is  the  basis  of  the  comprehensive  state  plans  and  budgets. 
Policies  and  specific  strategies  expressed  in  these  plans  and  budgets  are 
developed  by  a  blending  of: 

1.  State  Needs  and  Resources  -  The  central  office  compiles  the 
regional  needs  and  resources  surveys  into  a  state  needs  and 
resource  survey.   Then  SRS  policy-makers  are  in  a  position  to 
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make  a  state-wide  prioritization  o*:  service  needs.   The  total 
state  resources  are  available  for  state  resource  allocation 
trade-off  analysis  and  program  development  at  the  highest  level. 

2,  State  and  Federal  Constraints  -  SRS  program  and  budget  personnel 
should  jointly  analyze  program  plans  and  budget.   The  program 
plans  and  budgets  must  be  consistent  with  program  guidelines, 
goals  and  regulations  established  by  SRS  and  HEW  policy-makers. 
Minor  deviations  from  these  guidelines  or  goals  should  be 
resolved  by  coordination  with  providers  or  responsible  parties. 
The  integration  of  program  and  budget  personnel  in  the  planning 
will  aid  the  development  of  a  Planning  Programming  Budgeting 
System  (PPBS). 

3.  Feedback  Evaluation  -  The  evaluation  of  previous  period  strategies 
performance  is  an  essential  prerequisite  for  adequate  planning. 

SRS  policy-makers  must  know  whether  or  not  past  strategies  were 
successful  in  accomplishing  SRS  mission.   If  the  strategies  were 
successful,  can  they  be  improved?  If  the  strategies  were  not 
successful,  can  they  be  modified;  or  shall  they  be  scrapped?   To 
answer  these  questions  SRS  policy-makers  must  have  a  provider 
evaluation  system  which  feeds  back  information  on  provider's 
performance  in  terms  of  mission  accomplishments.   The  information 
which  would  be  useful  for  planning  purposes  could  include,  but  is 
not  limited  to  the  following: 

Effectiveness  Evaluation  -  Effectiveness  is  a  measure  of  the 
provider's  success  in  accomplishing  the  program  objectives.   The 
program  objectives  are  specified  in  the  terms  of  the  contract  in 
the  case  of  private  vendors.   If  program  objectives  are  being 
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accomplished,  and  if  these  obiectives  are  still  valid  from  a 
community  needs  point  of  view,  the  program  should  be  considered 
for  incorporation  into  the  state  plan. 

Efficiency  Evaluation  -  Efficiency  is  a  measure  of  how 
economically  the  objectives  were  accomplished.   Possibly,  a 
more  efficient  method  can  be  considered. 

Cost /Effectiveness  -  Cost/effectiveness  is  the  ratio  of  cost 
to  effectiveness.   Cost/effectiveness  can  be  used  to  rank  pro- 
viders or  programs  if  rationing  of  funds  is  required. 

Standard  Cost  System  -  For  services  that  are  very  similar  in 
nature,  a  standard  cost  system  is  an  efficient  method  of  cost 
control. 

(Caution)   The  purpose  of  effectiveness,  efficiency,  and  cost/ 
effectiveness  is  to  quantify  program  performance  measurements. 
To  the  unwary,  this  quantification  might  suggest  mathematical 
precision.  This  is  not  the  case.   Because  of  the  complexity  in 
measuring  program  performance,  program  performance  measurement  is 
an  inexact  science.   SRS  policy-makers  are  required  to  use  their 
program  knowledge  and  intuition  for  establishing  these  measurement 
systems  and  for  interpreting  the  results. 
System  Impact 

The  planning  and  budgeting  sub-system  develops  policy  and  strategies 
based  on  the  following  information: 

1.  State  needs  and  resources. 

2.  Federal  and  state  funding  allocations  and  requirements. 

3.  Feedback  information  of  past  program  performance. 
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The  planning  and  budgeting  sub-system  is  a  decision-making  hierachy 
as  follows: 

SRS  Policy-makers 

Regional  Office 

Local  Office 

Community 
This  hierachal  arrangement  does  not  imply  that  the  community  is  less 
important  than  any  other  member.   The  precise  opposite  is  true.   All  SRS 
policy  must  be  made  with  the  community  interest  foremost.   The  hierarchical 
arrangement  facilitates  the  information-gathering  and  planning  activities. 
Each  member  has  a  responsibility  for  a  level  of  planning  activity.   The 
level  of  planning  activity  is  dependent  on  the  particular  program  area. 
The  level  of  planning  should  be  high  enough  to  take  advantage  of  possible 
trade-off  analysis.   A  trade-off  analysis  considers  alternative  methods 
of  accomplishing  the  same  objective.   That  is  to  say,  existing  regional 
resources  should  be  considered  for  local  needs  before  additional  local 
capability  is  purchased.   If  an  existing  regional  resource  can  be  effectively 
utilized,  the  creation  of  an  additional  local  resource  would  be  superfluous. 
The  trade-offs  should  be  made  in  hierarchical  progression  from  county  to 
regional  to  state  level.   In  this  manner,  the  organizational  vantage  point 
becomes  increasingly  more  encompassing. 

The  prioritized  needs  and  strategies  must  be  the  basis  for  the  proposal 
submittal  and  review  sub-systems.   One  possible  way  to  effectively  communicate 
the  prioritized  needs  and  strategies  is  through  a  program  budgetary  structure. 
Additionally,  SRS  can  actively  institute  a  request  for  proposal  (RFP)  and 
competitive  bidding  for  the  purchase  of  service  system  to  augment  the  existing 
SRS  service  delivery  system. 
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PROPOSAL  SUBMITTAL 


Provider  Level 


The  provider  should  be  required  to  review  present  prioritized  needs 
and  program  strategies  (PBBS  -  Structure)  or  respond  to  RFP's.   These 
needs  and  strategies  should  be  the  basis  of  any  proposal.   For  the  purchase 
of  service  system,  the  proposal  process  should  be  standardized-   The  formal 
proposal  should  contain: 

1.  Statement  of  Work 

2.  Program  Plan 

3.  Program-related  Budgets 

4.  Cost  and  Price  Information 

5.  List  of  Management  Personnel 

6.  Cash  Flow  Projections 

The  provider  should  agree  to  use  a  standard  accounting  system  and  be  subject 
to  established  performance  standards. 

System  Impact 

SRS  should  solicit  and  consider  only  those  proposals  which  meet  the 
requirements  of  the  prioritized  needs  and  strategies.   Requiring  the  pro- 
vider to  review  these  needs  and  strategies  will  encourage  the  provider  to 
submit  proposals  which  will  be  more  mission-oriented.   Standardization  of 
the  proposals  procedure,  accounting  system,  and  performance  requirements 
will  increase  the  effectiveness  of  the  proposal  review  sub-system.   Pre«?ently, 
there  are  two  standard  accounting  systems  which  are  adequate  for  the  present 
purposes.   These  are  as  follows: 

1.  State-wide  Budgeting  and  Accounting  System  -  SBAS. 

2.  Uniform  Socio-economic  Reporting  System  (USERS)  for  health  and 
welfare  agencies. 
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PROPOSAL  REVLKW 

County  Commissioners 

(If  applicable)   The  county  commissioners  should  review  program  and 
fiscal  contents  of  the  proposal.   They  should  coordinate  with  the  central 
office  on  proposal  approval. 

Central  Office 

The  objective  of  SRS  is  to  provide  needed  services  to  the  community 
by  an  optimal  allocation  of  scarce  resources  in  a  manner  consistent  with 
program  constraints.  In  order  to  accomplish  this  objective,  program  and 
budget  personnel  should  jointly  submit  each  proposal. 

1.  Prioritized  Needs  and  Strategies  -  SRS  should  consider  only  those 
proposals  which  meet  the  requirements  of  the  prioritized  needs  and 
strategies. 

2.  Fiscal  Constraints  -  A  proposal  should  comply  with  the  requirements 
of  Federal  financial  participation,  locally-donated  funds,  state 
appropriations,  etc. 

3.  Cost-Price  Analysis  -  Cost  and  price  analysis  should  be  performed 
on  each  proposal. 

4.  Effectiveness  -  Effectiveness  is  a  measure  of  the  potential  success 
in  accomplishing  the  program  objectives.   A  proposal  should  be 
approved  only  if  it  is  potentially  successful. 

5.  Efficiency  Analysis  -  Efficiency  analysis  is  an  economic  measure 
of  the  method  used  for  accomplishing  objectives.   A  comparison  of 
other  methods  for  accomplishing  the  same  objective  is  made.   Pro- 
posals should  be  approved  only  if  they  are  an  efficient  method  for 
objective  accomplishment. 
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6.   Cost /Effectiveness  -  Cost/effectiveness  is  the  ratio  of  program 

cost  to  a  specified  and  quantified  effectiveness  measure.   Because 
the  funds  for  purchase  of  services  are  limited,  the  funds  must 
be  rationed.  Proposals  should  be  approved  in  ascending  order  of 
cost/ef fectiveness. 
If  a  proposal  fails  to  clear  any  of  the  hurdles,  it  should  be  sent 
back  to  the  provider  for  modification.   The  utilization  of  hurdles  for 
proposal  review  requires  a  coordinated  effort  by  both  fiscal  and  program 
personnel.   When  a  purchased  service  has  been  approved  by  both  fiscal  and 
program  personnel,  the  contract  officer  should  negotiate  a  contract.   The 
contract  instriiment  should  be  standardized  and  modular  in  form.   The  indi- 
vidual with  authority  to  obligate  SRS  should  be  specified  by  law.   Other 
individuals  without  this  specific  authority  should  be  held  financially 
responsible  for  any  contract,  quasi-contract,  or  agreement  obligating  SRS 
which  they  originate.   The  act  of  signing  a  contract  does  not  end  SRS  of 
responsibility  for  the  contract.   In  fact,  the  act  of  signing  a  contract 
begins  SRS  responsibility  for  contract  monitoring.   To  ensure  effective  con- 
trol, the  act  of  signing  a  contract  should  automatically  set  up  contract- 
monitoring  procedures  such  as: 

1.  Standardized  Encumbrance  System  and  Other  Disbursement  Controls 

2.  Standard  Systems  for  Control  of  Donated  Funds 

3.  Standardized  Contract  Indexing  System 
System  Impact 

The  proposal  review  sub-system  establishes  a  coherent  policy  for  proposal 
approval.   It  is  designed  to  accomplish  an  optimal  allocation  of  scarce 
resources  in  a  manner  that  best  serves  community  needs.   Additionally,  the 
sub-system  establishes  contract  monitoring  and  control  procedures. 
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CONTROL 

Community  Level 

The  community  should  be  able  to  review  the  provider  performance  on  a 
continuing  basis  and  communicate  its  findings  to  the  local  office. 

Provider  Level 

The  provider  should  use: 

1.  Voucher  System  for  Billing 

2.  Standardized  Accounting  System 

3o   Standardized  Cost  Reporting  System 
A  records  management  should  be  conducted  to  integrate  the  system. 

Local  Office 

The  local  office  should  spot-check  the  provider  to  ensure  that  the 
provider  is  complying  with  the  terms  of  the  contract,  including  a  suitable 
standard  of  performance  and  a  schedule.   Additionally,  the  local  office 
should  be  a  clearing  house  for  community  complaints  concerning  the  provider's 
activities. 

Central  Office 

The  central  office  should  select  the  combination  of  control  mechanisms 
that  best  serve  the  program  area.   The  mechanisms  include  the  following: 

1.  Encumbrance  -  The  encumbrance  system  is  an  effective  method  to 
control  expenditures,  especially  if  the  maximum  total  dollar 
amount  of  the  contract  is  determinable  in  advance. 

2.  Vouchering  System  -  Voucher  systems  should  be  used  for  all  contracts 
for  which  disbursements  are  based  on  vendor  activity  or  transactions. 
This  is  an  effective  method  of  creating  a  required  audit  trail. 

3.  Field  Audit  -  The  central  office  should  consider  the  possibility  of 
conducting  field  audits.   The  central  office  would  act  as  a  management 
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4.  Exceptions  Reporting  Systems  -  The  central  office  has  established 
a  series  of  program  tolerances  in  the  contract.   These  tolerances 
include  time  schedules,  standards  of  performance,  activity  standards 
and  cost  standards.   If  the  provider  is  within  these  tolerances,  the 
provider  is  complying  with  the  terms  of  the  contract  and  the  require- 
ment of  central  office  control  is  minimal.   In  order  '■o  maximize 
organizational  efficiency,  the  central  office  should  concentrate 

its  control  on  out-of-tolerance  provider  performance.   An  exceptions 
reporting  system  is  necessary  to  focus  central  office  attention  on 
out-of-tolerance  conditions.   Standardized  accounting  and  reporting 
systems  form  a  basis  for  an  exceptions  reporting  system.   Once  the 
tolerance  limits  or  variance  limits  have  been  established,  the 
following  reports  can  be  generated: 

a.   Activity  Variance 

b»   Cost  Variance 

c.  Performance  Variance 

d.  Schedule  Variance 

If  the  control  sub-system  is  to  be  effective,  the  exceptions  reporting 
system  should  supply  information  on  a  timely  basis.   This  allows  cor- 
rection of  the  out-of-tolerance  situation  in  the  on-going  system.   If 
the  situation  cannot  be  corrected,  contract  termination  should  be 
considered. 

5.  Contract  Completion  Activity  -  Just  prior  to  the  completion  of  the 
contract,  the  central  office  should  review  the  contractor's  perform- 
ance to  ensure  that  the  contractor  has  complied  with  the  terms  of  the 
contract.   A  reconciliation  of  the  provider's  books  should  be  made. 
Any  asset  that  is  rightfully  state  property  should  be  returned  to  SRS. 

The  state's  rights  of  salvage  should  be  similarly  protected, 

-  32  - 


6.   Client  Eligibility  -  (If  applicable)   In  programs  where  eligibility 
determinations  are  requested,  a  check  should  be  made  of  the  client's 
current  status. 

System  Impact 

SRS  is  responsible  for  ensuring  that  the  private  vendors  comply  with 
the  terms  of  the  contract.   The  control  sub-system  must  facilitnte  this 
responsibility.   This  can  be  accomplished  by  integrating  the  control  sub- 
system with  the  proposal  review,  vendor  documentation,  and  central  office 
records  sub-system, 
PROVIDER  DOCUMENTATION 

System  Impact 

The  provider  documentation  sub-system  should  support  the  information 
requirements  of  SRS.   This  can  be  accomplished  through  integration  of  the 
provider  documentation  sub-system  into  other  sub-systems.   This  utilization 
should  be  accomplished  by  a  records  management  review. 
CENTRAL  OFFICE  RECORDS 

Central  Office 

The  central  office  should  design  a  unified  record  system  for  the 
standardized  documentation.  This  design  will  require  a  records  management 
study.   The  records  system  must  fulfill  the  following  requirements: 

1.  Legal  -  The  legal  reporting  requirements  imposed  by  law  must  be 
satisfied.  These  requirements  may  include  reporting  client 
eligibility. 

2.  Management  -  Management  reports  are  necessary  to  substantiate  vendor 
activity. 

3.  Operation  Efficiency  -  Operations  efficiency  reports  are  prepared 
by  analysis  of  management  reports.   These  reports  can  be  used  for 

management  by  exception  or  for  feedback  evaluation. 
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System  Impact 

The  central  office  records  sub-system  should  be  redesigned  to  support 
information  retrieval  and  not  exclusively  records  storage. 
PROVIDER  EVALUATION 

Central  Office  -  The  SRS  policy-makers  are  responsible  to  determine 
that  the  providers  of  service  are  accomplishing  the  desired  objectives.   To 
accomplish  this  task,  the  central  office  should  perform  the  following 
analysis: 

1.  Effectiveness  Evaluation  -  Effectiveness  is  a  measure  of  the 
provider's  success  in  accomplishing  the  program  objectives.  The 
program  objectives  are  specified  in  the  terms  of  the  contract, 

2.  Efficiency  Evaluation  -  Efficiency  is  a  measure  of  how  economically 
the  objectives  were  accomplished.   Possibly  more  efficient  methods 
should  be  noted. 

3.  Cost /Effectiveness  -  Cost/effectiveness  is  the  ratio  of  cost  to 
effectiveness.   Cost/effectiveness  can  be  used  to  rank  providers 
or  programs  if  rationing  of  funds  is  required, 

4.  Feedback  -  The  information  from  the  provider  evaluation  sub-system 
should  be  used  to  revise  or  reorient  the  purchase  of  service  system. 
The  reorientation  is  designed  to  increase  the  chances  of  accomplishing 
the  desired  objectives. 

System  Impact 

The  provider  evaluation  sub-system  plays  an  important  role  in  the 
planning  and  budgeting  system.   This  is  accomplished  through  the  utilization 
of  information  feedback  for  following  planning  budget  period. 
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CHAPTER  FIVE 
OVERALL  SYSTEM  EVALUATION  OF  AN  INTEGRATED  FUKCHASE  OF  SERVICE  SYSTEM 

The  purchase  of  service  system  is  effectively  integrated  both 
organizationally  and  functionally.   From  a  hierarchal  viewpoint,  this 
effective  integration  can  be  stated  as  follows: 

1.  Integration  with  the  Total  SRS  Mission  -  The  purchase  of  service 
system  can  be  an  integrated  and  effective  policy  tool  used  to 
accomplish  the  SRS  mission  if  SRS  policy-makers  are  incorporated 
into  the  planning  and  budgeting  sub-system  as  outlined. 

2.  Integration  Between  Programs  in  the  Purchase  of  Service  System  - 
Maximum  integration  and  coordination  between  programs  can  be 
accomplished  if  the  SRS  program  and  fiscal  personnel  view  program 
development  from  a  comprehensive  view  of  allocation  of  total  state 
resources  to  satisfy  community  needs. 

3.  Integration  Within  Individual  Programs  of  the  Purchase  of  Service 
System  -  The  recommended  system  is  designed  in  an  integrated  manner. 
Each  sub-system  contribution  is  designed  to  service  the  purchase  of 
service  system  objective  of  providing  needed  services  to  the  com- 
munity by  an  optimal  allocation  of  scarce  resources  in  a  manner  con- 
sistent with  program  constraints.   The  planning  and  budgeting  considers 
community  needs  and  resources,  program  constraints,  and  post-program 
performance  evaluations  (through  feedback  information).   The  proposal 
submittal  and  review  sub-systems  are  designed  to  optimize  the  chances 
of  program  objective  achievements.  The  control  sub-system  is  designed 
to  maintain  the  on-going  contracts  within  tolerance.   The  provider 
documentation  and  the  central  office  records  sub-systems  supply  the 
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information  required  by  the  systems.   The  regional  and  local 
offices  are  interfaced  in  a  manner  that  aids  program  performance. 
Finally,  the  provider  evaluation  system  supplies  the  needed 
feedback  for  the  program  and  budgeting  sub-system.   This  feedback 
information  is  necessary  for  re-evaluation  of  strategies  for 
better  goal  accomplishments. 
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CHAPTER  SIX 
AGING  SERVICES  -  A  SPECIFIC  EXAMPLE 

The  policy  formulation  mechanism  can  be  illustrated  by  a  simplified 
specific  example  such  as  applied  to  the  Aging  Services  Division. 

In  Appendix  I,  a  flow  chart  of  the  system  is  given.   In  Volume  II,  a 
discussion  of  accounting  control  for  the  Aging  Services  Nutrition  Program 
is  given. 
PLANNING  AND  BUDGETING  SUB-SYSTEM 

Community  Level 

American  Association  of  Retired  People  (AARP) ,  National  Association 
of  Retired  Teachers  (NART) ,  and  National  Association  of  Retired  Federal 
Employees  (NARFE)  are  effective  interest  groups.   AARP,  NART,  and  NARFE 
express  community  needs  either  to  vendors,  to  area  agency  (in  those  regions 
which  have  an  area  agency),  or  directly  to  the  central  office. 

Vendor  Level 

The  vendor  should  interact  with  two  organizations: 

1.  Vendor- -Community  -  The  vendor  translates  the  request  for 
services  (based  on  community  needs)  into  specific  service 
objectives. 

2.  Vendor — Area  Agency  -  The  vendor  participates  with  the  area 
agency  to  formulate  area  comprehensive  plans. 

Local  Office 

Advocacy  planning  must  be  used  to  analyze  the  needs  of  senior  Montanans 
who  are  not  represented  by  the  above  interest  groups. 
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Area  Agency 

An  area  agency  should  coordinate  with  vendor  or  community  to  formulate 
area  comprehensive  plan,   Tb.is  plan  should  be  integrated  into  the  state 
pie.  i  through  coordination  with  the  central  office. 

Central  Office 

The  central  office  should  initiate  the  planning  and  budgeting  cycle 
by  establishing  broad  guide  lines,   (The  central  office  performs  demo- 
graphic analysis.)   The  yearly  state  plan  should  be  consistent  with  the 
program  long-range  goals.   The  central  office  should  integrate  community 
and  area  needs  into  a  comprehensive  state  plan. 

System  Impact 

The  planning  and  budgeting  sub-system  should  receive  information  on 
community  needs  from  interest  groups.   These  needs  are  coordinated  and 
integrated  into  comprehensive  state  plans. 
PROPOSAL  SUBMITTAL 

Community  Level  -  Request  for  service  from  the  community  can  form  a 
basis  for  proposal  submittal. 

Provider  Level  -  The  provider  should  translate  planning  and  budgeting 
information  into  specific  proposal  objectives.   These  proposal  objectives 
are  transmitted  to  an  area  agency.   Provider  can  be  either  private  vendor 
or  SRS  personnel. 

System  Impact 

The  proposal  submittal  sub-system  product  is  the  basis  of  the  proposal 
approval  sub-system. 
PROPOSAL  APPROVAL  SUB-SYSTEM 

Area  Agency  -  The  area  agency  should  perform  program  content  and 
fiscal  management  review.   The  area  agency  can  aid  the  vendor  if  any 

weaknesses  are  found. 
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Central  Office  -  The  central  office  should  perform  two  functions: 

1.  Program  -  The  program  content  is  reviewed,  modified  (if  necessary), 
and  approved.   The  proposal  must  meet  community  needs  and  maintain 
the  rural-urban-tribal  balance. 

2.  Fiscal  -  The  fiscal  content  is  reviewed.   The  plan  must  exhibit 
sound  business  management. 

System  Impact 

The  proposal  approval  sub-system  should  automatically  establish  a 
control  sub-system. 
CONTROL  SUB-SYSTEM 

The  provider  should  use  a  voucher  system  for  billing.   The  vendor  should 
submit  activity  reports,  and  quarterly  and  yearly  operations  reports. 

Central  Office  -  The  Accounting  Section  should  audit  the  monthly  billings 
and  activity  reports.   On-site  evaluations  are  also  possiblco 

System  Impact 

The  control  sub-system  should  control  cost  through  a  voucher  system. 
VENDOR  DOCUMENTATION 

Central  Office  -  The  central  office  should  maintain  certain  client 
records o   Since  many  programs  will  be  service-center  oriented,  individual 
clients  may  not  be  identified  in  all  cases.   In  the  case  of  the  nutrition 
program,  the  Federal  Government  has  established  reporting  system  requirements. 

System  Impact 

Standard  accounting  systems  at  the  vendor  level  should  permit  ready 
access  to  financial  information  necessary  for  program  evaluation. 
CENTRAL  OFFICE  RECORDS 

Central  Office  -  The  central  office  should  maintain  a  unified  records 
system.   Management  reports  can  be  generated  if  a  unified  records  system  exists. 
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System  Impact 

The  system  should  be  designed  for  records  storage  and  information 
retrieval. 

Provider  Evaluation 

The  provider  evaluation  sub-system  should  supply  the  needed  feedback 
information  to  aid  in  program  evaluation  and  program  planning. 
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